3862 VETIOES

Hcnorakle Marvin Mandel
Gecverncr of Maryland

State House

Arnnapolis, Maryland 21404

Re: House Bill 522
Dear Governcr Mandel:

At your regquest, we have reviewed Hcouse BRill 522,
which amends Article 81, Section 277, suksection (t). At
the present time, subsecticn (t) prcvides for ccllection,
by the State Department of Assessments and Taxaticn, of a
tex payable upon the filing with the [Lepartment of
Articles of 35ale, Lease, Exchange cr cther transfer of
all or substantially all of the property and assets of a
corporation. House Bill 522 seeks tc transfer this tax
collection burden to the counties and Baltimcre City.
House Bill 522 also amends Article 81, Section 277A to
relieve the Department of Assessments and Taxation cf the
duty of collecting local transfer taxes impcsed on the
sale or transfer of real property, ugcn the filing of
Articles of Sale, Lease, Exchange or <cther transfer of
all or substantially all of the picperty and assets of a
ccrporation. Finally, this House Eill seeks to amend
Article 81, section 278A, which deals with the State
prcperty tax on such transfers, to provide a time in
which the taxes are to be payable.

In our view, while this bill in ccnstitutional, it
ccntains a serious legal defect which should ke carefully
ccnsidered prior to signing it intc law. The purpose
clause of the bill states that the kill requires "the
payment of such taxes within a certain pericd of time."
In fact, in dealing with each of the taxes, the effect of
the bill 1is to provide an uncertain, cren—-ended and
arguakly nonsensical payment date for the tax.

For example, in amending Secticn 277, suksection
{t), the kill divides suksecticn (t) intc three sections.
Subsection (t) (1) provides that the tax is imposed cn the
transfer ot title to real property anmd is payakle upon
the filing with the State Department of Assessments and
Taxaticn of Articles of Sale, Lease, Exchange or other
transfer cf all or substantially all c¢f a ccrporation’s
property and assets. Suksection (t) (2) provides that the
tax is to be collected at the local level pursuant to an
agreement between the sukdivision and the Clerk of the
Circuit Court. It is snbsegtion (t) {3) which creates the
difficulty. That secticn provides that the tax shall be
mdu=s and payable not less than 30 days after the date on
which the articles kecane effective under the
Ccrporations and Associations Article upcn filing with a
ccunty or Baltimore City by the transferee of a deed



